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EXTENSION OF FOREIGN AID 


OREIGN AID PROPOSALS to be submitted to the new 

Congress by President Eisenhower will be subjected to 
intensive scrutiny by the law-makers in the light of changed 
conditions in the Middle East, Western Europe, and Com- 
munist countries on Russia’s western border. As the 
Executive Branch revises its estimates of funds needed to 
carry the mutual security program through the next fiscal 
year, three separate committees are checking the record of 
American military and economic assistance in critical areas 
and are reviewing the assumptions that underlie long-range 
objectives of the country’s foreign policy. Doubt as to the 
continuing validity of many of these was freely expressed 
at the 1956 session of Congress. 


Authoritative estimates last September, when prepara- 
tion of the budget for fiscal 1958 was begun, placed the 
amount of new money to be asked for foreign spending at 
about $4 billion. Upheavals of the last two months have 
necessitated upward revisions but the foreign aid request 
is still expected to be well below the $4.9 billion asked by the 
President for the current fiscal year. Congress trimmed 
that request to $3.8 billion and withheld discretionary 
powers the President said were needed to deal with emer- 
gency situations. 


The three committees now studying foreign aid policies 
are a citizens’ advisory committee appointed by the Presi- 
dent last September, a special Senate committee on foreign 
aid, and the House Foreign Affairs Committee. The Presi- 
dent’s committee, headed by Benjamin F. Fairless, former 
chairman of U.S. Steel, was asked to survey existing for- 
eign aid operations and determine their effectiveness in 
terms of national interests of the United States. The con- 
gressional committees have greatly broadened the scope of 
their inquiries as a result of recent developments in troubled 
areas of Europe and Asia. 
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NEW QUESTIONS OF AID TO FREEDOM-SEEKING LANDS 

Events in Poland and Hungary have raised difficult ques- 
tions affecting use of American funds in regions hitherto 
under tight control of the Soviet Union. Can the United 
States render effective assistance to countries striving for 
greater independence in Eastern Europe? What require- 
ments or restrictions should be placed on American aid to 
national Communist governments, such as the new govern- 
ment organized by Wladislaw Gomulka in Poland? Can 
ordinary foreign aid funds be used for relief in Hungary; 
will Russia prevent even emergency relief from reaching 
the victims of Soviet oppression? 


The administration is keeping close watch on Yugoslavia, 
where Marshal Tito’s government recently has been receiv- 
ing economic assistance from the Soviet Union as well as 
from the United States. The House and Senate committees 
are checking the record of American aid to Tito with par- 
ticular attention to factors that might have a bearing on 
the effectiveness of similar assistance to “Titoists” in other 
East European states. 


President Eisenhower personally ordered continuation of 
limited aid to Yugoslavia on Oct. 16, only three days before 
Gomulka returned to power in Poland and just a week be- 
fore the uprising in Hungary. In a special report to Con- 
gress, he said American assistance had helped Yugoslavia 
remain independent of control by Moscow and had con- 
tributed to Tito’s success in resisting Soviet pressures. The 
President added that in his opinion it was “clearly in the 
interest of the national security of the United States” to 
continue furnishing economic assistance at least; otherwise 
Yugoslavia might not be able to maintain its independence.’ 


First public mention of the possibility of economic assist- 
ance to Poland and Hungary was made by the President, 
Oct. 31, in a broadcast from the White House. He said: 


The United States has made clear its readiness to assist econ- 
omically the new and independent governments of these countries. 
We have already—some days since—been in contact with the new 
government of Poland on this matter. We have also publicly 
declared that we do not demand of these governments their adop- 
tion of any particular form of society as a condition upon our 
economic assistance. Our one concern is that they be free—for 
their sake, and for freedom’s sake. 


For conditions attaching to U.S. aid to Yugoslavia, deliveries to date, and details 
of White House findings, see pp. 884-885 
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The Warsaw government announced three days later that 
it was prepared to accept American eeonomic aid if offered 
unconditionally. Poland continued to show an interest in 
economic assistance from the United States even after 
Gomulka had gained important economic and political con- 
cessions from Russia. A new basic agreement signed at 
Moscow on Nov. 18 was proclaimed in both countries as 
establishing friendly relations on terms of equality.2 In 
Washington, the terms of the Soviet-Polish accord brought 
up the question whether American aid would strengthen 
Poland’s ability to withstand Russian pressure, or would 
serve merely to make Gomulka’s local Red regime more 
palatable to the Polish people. 


Whether serious negotiations are now in progress in 
either Warsaw or Washington is not publicly known. It is 
believed that any direct aid to Poland would have to be 
financed out of the President’s emergency fund because of 
restrictions imposed by Congress on assistance to countries 
behind the Iron Curtain. 


HELP FOR REFUGEES FLEEING RED OPPRESSION 


During the first phase of Hungary’s October revolution, 
President Eisenhower voiced the hope of the free world 
that “a new Hungary is rising from this struggle.” In his 
Oct. 31 report on Eastern Europe, he held out the promise 
of economic aid to the “independent” Hungarian govern- 
ment then headed by Imre Nagy, and implied that Amer- 
ican assistance would be forthcoming on the same terms 
open to Poland. 


On Nov. 1, food and medical supplies to the value of $20 
million were offered the people of Hungary in a gesture of 
support for their continuing struggle. The offer was 
promptly accepted by Premier Nagy, but before American 
relief shipments could reach Hungary, the country had been 
occupied by Soviet troops, the Nagy coalition government 
had been overthrown, and a new Red regime headed by 
Janos Kadar had been installed under the protection of 
Soviet armed forces.?* 


2? Economic provisions of the Soviet-Polish accord included a Soviet promise to can- 
cel Poland’s debts to Russia (amounting to about $600 million) and an offer of new 
Soviet credits of $175 million to finance purchase of grains and other commodities 
needed to support the Polish economy. 

The Nagy government, which held power in Hungary from Oct. 24 to Nov. 4, 
made a last-minute appeal to the United Nations for assistance in preserving the 
independence and “neutrality” of Hungary and in obtaining withdrawal of Soviet 
forces. 
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As thousands of refugees fled from Hungary to Austria, 
the United States joined other free nations in offering 
emergency help. On Nov. 8, President Eisenhower pledged 
the United States to admit 5,000 Hungarian refugees to 
this country, and ordered “extraordinary measures” to 
relax the strict security requirements of the Refugee Relief 
Act of 1953. The number to be admitted was later raised 
to 21,500 by taking advantage of the so-called parole pro- 
vision of the McCarran-Walter Immigration Act of 1952, 
and the President announced, Dec. 6, that he would ask 
legislation at the 1957 session of Congress to allow those 
admitted on parole to remain permanently in the United 
States. 


Tracy S. Voorhees, former Under Secretary for the 
Army, was appointed by the President, Nov. 29, to co- 
ordinate this country’s refugee activities. The government 
contributed $1 million to United Nations refugee funds and 
cooperated with the Red Cross in handling distribution of 
relief supplies in both Austria and Hungary. Although the 
Kadar government agreed to receive food and medical sup- 
plies through the International Red Cross, the Reds kept 
control of relief distribution inside Hungary. 


NEEDS OF MIDDLE EAST AND WESTERN EUROPE 


Conditions resulting from the Arab-Israeli conflict and 
the British-French landings in the Suez Canal zone have 
forced temporary suspension of American economic and 
technical assistance programs in Egypt, Jordan, and Israel, 
and have raised delicate issues involving aid commitments 
to other countries in the Middle East. 


The State Department announced, Nov. 29, that the 
United States would continue to assist the four Baghdad 
Pact members in the Mideast—Iran, Iraq, Pakistan, Tur- 
key—in measures to strengthen their national independence 
and their collective security. The statement warned, more- 
over, that “‘A threat to the territorial integrity or political 
independence of the members would be viewed by the 
United States with the utmost gravity.” 4 


In the past, Egypt and Israel have both protested Amer- 
ican military assistance to the Baghdad Pact nations, and 
‘ The United States is not itself a full member of the Baghdad Pact (which includes 
Great Britain in addition to the four Mideast states) but participates as a member 


of economic and anti-subversion committees established under the pact. See “Middle 
East Commitments,” E.R.R., Vol. I 1956, pp. 335-351 
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particularly to Iraq which is a member of the Arab League. 
Iraq, on the other hand, has been pressing Washington to 
increase deliveries of military equipment under its mutual 
defense pact with this country, in order to offset Commu- 
nist-bloc arms supplied to neighboring Syria and other Arab 
states. 


The stoppage of Middle East oil supplies has raised acute 
economic problems for European allies of the United States. 
President Eisenhower put into operation, Nov. 30, an emer- 
gency plan designed to increase Europe’s normal supply of 
oil from the Western Hemisphere by about 500,000 barrels 
a day, making it possible for Europe to meet about 75 per 
cent of its overall needs. 


Initial explanations of the American plan gave no light 
on the important problem of how Europe was to pay for 
the oil. There were no firm estimates of the dollar cost, 
although $500 million a year was mentioned as a tentative 
estimate for Britain, France, and Italy. It appeared that 
the Eisenhower administration expected all participating 
countries to use their own dollar funds. 


A different complexion was put on the problem by a 
major foreign policy address at New York, Dec. 6, by Vice 
President Nixon—following by two days the request of 
the British government for a waiver of interest payments 
on British debts to the United States which would fall due, 
Dec. 31, in the amount of $81.6 million. 

An immediate problem which confronts us as a result of the 
crisis in the Near East [the Vice President said] is the financial 
plight our friends in Britain now face. I believe it is in our 
interest as well as theirs to assist them in this hour of difficulty, 


and I am confident that there will be strong bipartisan support in 
Congress for granting such assistance.5 


Nixon said also that “there must be generous aid” in 
solving economic problems of countries of the Mideast “‘so 
that their peoples may rise from the depths of poverty and 
disease.” 


Writing in the New York Times, Dec. 7, James Reston 
said the administration planned to ask Congress to waive 
a British principal payment of $56.2 million in addition to 
the interest payment of $81.6 million. Sen. Lehman (D- 


5 Particular significance was attached to Nixon’s address because it was known to 
have White House approval and because the Vice President is a member of the 
powerful National Security Council. 
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N.Y.) had suggested meanwhile that “Quite possibly, we 
may have to again institute a plan similar to the Marshall 
Plan to give financial assistance.” However, the need for 
direct American grants, at least in the immediate future, 
was reduced by the action of the International Monetary 
Fund, Dec. 10, in authorizing Great Britain to draw up to 
$1.3 billion from the Fund to strengthen its balance of 
payments position. 


American Foreign Aid in War and Peace 


THE RECORD of American assistance to its allies and 
other friendly nations extends over a period of more than 15 
years—beginning before the United States entered World 
War II and continuing through successive stages of hot 
and cold war, and troubled peace. Over the 15-year span 
the United States government has disbursed more than 
$110 billion in grants, loans, and credits for all forms of 
foreign aid. 


Democratic and Republican administrations alike have 
defended foreign aid on the grounds of mutual security 
and national interest. Congress frequently has trimmed 
down the annual] requests of the Executive Branch, but has 
continued under both Democratic and Republican control 
to support programs of foreign assistance on a scale with- 
out precedent in the history of nations. In addition to 
government aid from the proceeds of taxation and borrow- 
ing, the American people were estimated to have contrib- 
uted more than $1 billion from their private resources 
during the war and immediate postwar periods for relief 
of suffering in Europe. Large amounts were later con- 
tributed for relief in Korea and are now being contributed 
for relief in Hungary. 


HISTORIC PRECEDENTS FOR MUTUAL SECURITY PROGRAM 


What is now called mutual aid has been used in one form 
or another by other great powers in the past as a means 
of supporting their foreign policy objectives in times of 
war or international tension. In the American Revolu- 
tionary War, France contributed arms and men to support 
Gen. Washington’s poorly equipped forces in the struggle 
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against Great Britain. In the Napoleonic wars Britain sub- 
sidized its continental allies to enable them to give effective 
support to its grand alliance. 


In the first World War loans rather than subsidies were 
used by the British to aid their partners until the United 
States entered the conflict. Then Washington took over 
London’s role as chief Allied banker, extending large loans 
and credits to European co-belligerents of the United States. 
During the war and immediate postwar periods this country 
loaned about $10 billion to its allies on a government-to- 
government basis.® 


In the second World War the United States made gross 
outlays of more than $49 billion on foreign assistance pro- 
grams that were regarded as vital to the defense of the 
United States. War materials furnished under the first 
Lend-Lease Act, passed in March 1941, accounted for the 
bulk of the total foreign aid outlay. Allied governments 
furnished the United States with goods and services 
amounting to $8 billion, chiefly in “reverse lend-lease,”’ 
thus making the net cost of American aid about $41 billion. 


Under the lend-lease acts the President was given broad 
authority to make American resources available to any 
country the defense of which he deemed vital to the de- 
fense of the United States. The principle of mutual assist- 
ance thus established became the basis for this country’s 
subsequent foreign aid programs. 


SCALE OF FOREIGN SPENDING SINCE WorLD War II 


Since World War II the American government has con- 
tinued to spend large amounts to assist other countries. 
Gross expenditures on all types of foreign aid have 
amounted to more than $61 billion since the end of hos- 
tilities in 1945; the net outlay has come to just over $56 
billion, and an additional $16 billion has been appropriated 
by Congress, but not yet laid out. 


Foreign aid programs since 1945 have passed through three 
major phases, each with distinct characteristics of its own. 
The first was the period of relief and rehabilitation imme- 
diately after the fighting ceased, when emergency aid was 
desperately needed abroad. The Marshal! Plan dominated 


*The war loans were interest-bearing obligations, subject to eventual repayment 
After the war, payments on most inter-governmental debts continued on a reduced 
scale until 1931 when all payments were suspended under the Hoover moratorium 
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UNITED STATES FOREIGN AID: 1941-1956 
(billions of dollars) 


1941-1945: WorLD War II Gross Expenditure Net Grants 
& Credits 
Wartime Lend-Lease 46.8 39.0 


Civilian Supplies 
Occupied Areas 2.3 1.9 
tefugee Relief, etc. 


Total Wartime Outlays 49.1 40.9 


1945-1950: BEFORE KOREAN INVASION 


Famine Relief 

UNRRA 

Interim Aid 28.6 26.3 
Marshall Plan 

Greek-Turkish Aid 


1950-1956: AFTER KOREAN INVASION 


Military Assistance 16.2 | 

. a . . ; 9.8 
All Non-military Aid, including f 2 
technical assistance, defense sup- 16.9 | 
port, relief funds, etc. 
Postwar outlays to June 30, 1956 61.7 56.1 
Unexpended balance (June 30, 1956) 16.4” 





*Major items in unexpended balance are Mutual Security funds 
in pipeline ($7.0 billion); appropriations for 1957 fiscal year ($3.8 
billion) and various authorizations for Export-Import Bank, Inter- 
national Bank, and for purchase of foreign currencies. 


Source: Data compiled from publications of Department of Com- 
merce and International Cooperation Administration. 





the second phase, from 1948 through 1950, during which 
American assistance was directed chiefly toward the eco- 
nomic recovery of Europe. The third phase developed with 
the worldwide military build-up during the Korean war, 
and military assistance to enable free nations to resist 
Communist aggression has continued to take the largest 
part of foreign aid funds authorized by Congress. 


In each period American assistance has been extended 
as one means of supporting foreign policy objectives of 
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the United States. The broad objectives have remained 
much the same, with two fundamental aims underlying 
most of the postwar programs: (a) To strengthen coun- 
tries whose freedom from foreign domination was regarded 
as vital to the security of the United States, (b) to help 
create stable world conditions in which threats to Amer- 
ican security would be less likely to develop. 


Specific objectives of individual foreign aid programs 
have by no means commanded unanimous support in Con- 
gress or the country. There have been sharp differences 
on the nature of many projects, the scale of expenditure, 
and the worth of the results obtained. Benefits to the 
United States have been difficult to measure. 


TRANSITION FROM EMERGENCY RELIEF TO MARSHALL PLAN 


The first postwar foreign aid measures were regarded by 
Congress as authorizing temporary programs, necessary 
for relief and reconstruction, but not expected to become 
permanent instruments of American foreign policy. The 
original aim was to help provide food, clothing, and shelter 
for peoples in war-torn areas in order to speed the tran- 
sition from war to peace. For that purpose the United 
States contributed more funds than all other nations com- 
bined to the United Nations Relief and Rehabilitation Ad- 
ministration,’ which carried out extensive programs in 
virtually all devastated areas, including former enemy 
territories, the Soviet Union and China. 


The Marshall Plan marked a transition from relief to 
recovery, and from stop-gap aid to longer-range assistance. 
As first outlined by Secretary of State George C. Marshall 
in a Harvard commencement address in June 1947, the pur- 
pose was “to assist in the return of normal economic health 
in the world, without which there can be no political sta- 
bility and no assured peace.” 


The immediate objective, Marshall said, was to hasten 
the revival of a working economy in Europe, “so as to 
permit the emergence of political and social conditions in 
which free institutions could exist.”” A basic requirement 
was that a recovery program be worked out by the Euro- 
pean nations themselves, and the initial offer of American 





7™The United States contribution of $2.6 billion represented about 70 per cent of 
the total provided for UNRRA operations. 
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assistance was open to all nations of Europe “willing to 
cooperate in the task of recovery.” ® 


In retrospect, the Marshall Plan generally has been cred- 
ited with accomplishing its major purpose. The 16 nations 
that formed the Organization for European Economic Co- 
operation made remarkable strides inerestoring production 
and trade to prewar or higher levels. During the years 
1948 to 1951 European industrial production rose 35 per 
cent above the 1938 level; agricultural output topped pre- 
war; the volume of international trade increased by 86 
per cent, and inflation was brought under control. 


The American contribution to European recovery 
amounted to $12.5 billion in assistance authorized by Con- 
gress during the fiscal years 1949 through 1951. Although 
Congress cut back the original requests of the Truman 
administration by nearly $2 billion, the Marshall Plan 
appropriations generally had bipartisan support. 


RECORD OF MILITARY SUPPORT FOR FREE WoRLD ALLIES 

The shift in emphasis to programs of military assistance 
actually began while economic aid still held first priority— 
at a time when Soviet actions in many parts of the world 
were stirring fears of Communist military aggression.® 
The build-up of the defensive strength of the free world 
started with the signing of the North Atlantic Treaty 
in 1949, gained momentum during the shooting phase of 
the Korean war, and continued with the strengthening of 
NATO in Europe and the extension of military aid to inde- 
pendent nations of Asia and the Middle East. 


The basic instruments for building the defensive strength 
of the United States and other free nations have been the 
Mutual Defense Assistance Act of 1949 and the Mutual 
Security Act of 1954, as amended in 1956. Under authority 
of those measures the United States has delivered military 
aid and equipment valued at more than $16 billion to 36 
cooperating countries. An additional $7 billion for military 
aid has been appropriated, but not yet spent. 





* The Soviet Union, after participating in preliminary conferences on the recovery 
program with Great Britain and France, withdrew from the project and refused to 
permit any of the East European states to cooperate. Poland and Czechoslovakia had 
accepted invitations to the first meetings in Paris, in July 1947, but were forced to 
withdraw. 

* These actions included demands on Iran and Turkey (1946), fomenting guerrilla 
warfare in Greece (1947), the Red coup in Czechoslovakia (1948), and the Berlin 
blockade (1948-49). 
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Deliveries of war materials from 1950 through 1955 
included about 40,000 tanks and combat vehicles; 1,200 
naval vessels of all types; 44,000 artillery pieces of all 
kinds; 7,000 aircraft, about half of them jet planes; 2 mil- 
lion machine guns and small arms, and billions of rounds 
of ammunition. 


The results of American military assistance have been 
difficult to assay. However, certain tangible achievements 
have been listed by officials of the executive departments 
administering the mutual security program. 

With the help of American military assistance this country’s 
allies are bringing into being: 


(1) Ground forces equivalent to more than 200 divisions—(the 
United States by itself has 20 Army divisions). 


(2) Naval strength of more than 2,000 naval vessels—(more 
ships than the active naval strength of the United States). 


(3) Air strength of about 300 air squadrons—(about the same 
number as the United States).1° 


During the six years of the NATO defense build-up, 
European members of the alliance have met 85 per cent 
of the total cost; they have supplied 60 per cent of the 
material used by European NATO forces—(Canada and 
the United States furnishing the remaining 40 per cent) ; 
they have provided the bulk of the manpower assigned to 
or earmarked for NATO commanders; they have furnished 
the United States with bases and facilities for its forces in 
Europe. 


Supporters of the military aid program assert that the 
strengthening of NATO and other defensive forces has effec- 
tively deterred any new Communist aggression since the 
Korean invasion in 1950. Critics contend that the deterrent 
effects of NATO and the Southeast Asia Treaty Organiza- 
tion (SEATO) are not comparable to those of this coun- 
try’s atomic arsenal and its ability to retaliate instantly 
against any act of aggression. 


Some critics of military aid support the concept of 
“fortress America,” believing that funds spent to develop 
American air power and intercontinental missiles would be 
more effective than equal amounts furnished to what they 
regard as allies of doubtful dependability. Other critics 





” The Mutual Security Program, Fiscal Year 1957, A Summary Presentation by the 
Departments of State, Defense, and the International Cooperation Administration, 
April, 1956, p. 20. 
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hold that parts of the program have been unduly costly or 
economically unsound. 


DEFENSE SUPPORT TO BOLSTER UNDERLYING ECONOMIES 


The so-called defense support program has been defended 
as providing essential economic aid to countries which would 
not otherwise be able to build adequate military establish- 
ments from their own resources. Thirteen of the 36 countries 
receiving American military aid have lacked the economic 
resources to maintain their armed forces at the levels 
deemed necessary for their protection and simultaneously 
to maintain stable economies. To those nations the United 
States has extended substantial amounts of defense support 
as a supplement to direct military aid. 


The outlay for defense support in the current fiscal year 
is more than $1.1 billion, compared with $2 billion for 
military assistance and about $587 million for all other non- 
military assistance programs. About 80 per cent of the 
defense support funds appropriated for this year has been 
assigned to eight nations in Asia—Korea, Nationalist China 
(Formosa), Pakistan, Philippines, Thailand, and the inde- 
pendent states of Indo-China (Cambodia, Laos, Vietnam). 
To three countries in the Middle East—Turkey, Greece, 
and Iran—a total of about $170 million has been allocated 
for defense support. Spain and Yugoslavia have received 
about $75 million between them for supplemental support 
of their economies. 


By far the largest amount of defense support for a single 
nation has gone to Korea, which has been allocated about 
$300 million a year to enable it to strengthen its economy 
sufficiently to maintain an army of 20 divisions. American 
defense support represents almost 20 per cent of Korea’s 
gross national product. And the amount spent on Korea 
alone is more than the total appropriated for economic and 
technical assistance to all countries participating in the 
foreign aid program. 


GROWING EMPHASIS ON ECONOMIC AND TECHNICAL AID 


The United States now cooperates with 54 independent 
nations and ten dependent territories in one or more aspects 
of the overall foreign aid program. The governments of 
eight countries (all in free Europe) receive military assist- 
ance alone; 28 countries receive both military and non- 
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military aid; 18 countries receive only economic or tech- 
nical assistance. 


All of the newly independent nations of Asia and the 
Middle East attach primary importance to their own pro- 
grams of economic development. Most of them put eco- 
nomic aid ahead of military cooperation, and some have 
declined American offers of military assistance." 


During the last few years the United States has expanded 
its technical assistance program, originally known as 
“Point Four,” in 23 Asian and Mid-eastern countries, and 
has provided other forms of economic aid to nine of the 
same nations. Despite the increased emphasis on non- 
military cooperation, less than five per cent of this year’s 
total foreign aid funds has been allocated to Point Four, 
and only about ten per cent has gone into all forms of 
economic and technical aid. 


Funds made available for expenditure on the worldwide 
technical aid program in the present fiscal year total $152 
million, with about two-thirds going to Asia and the Middle 
East, and less than one-third to Latin America and other 
underdeveloped areas. Some 4,400 American technicians 
are being sent to foreign countries this year—about twice 
the number serving under the program two years ago— 
and more than 5,000 foreign technical students and experts 
are to receive advanced training outside their own 
countries.'” 


Development assistance funds this year come to $250 
million, the bulk of which is allocated to countries of Asia 
and the Middle East. The purpose of development projects 
is to supply equipment, commodities, or capital for coun- 
tries seeking to strengthen and stabilize their internal 
economies. In contrast to technical aid funds, which are 
used chiefly to pay for personal services, the greater part 
of the money for development assistance has been spent on 
equipment and commodities, chiefly in the United States. 


“India, Indonesia, and Ceylon, among others, have refused military aid from the 
United States or any other foreign power. Burma and Syria have declined any form 
of American aid, but have concluded trade-and-aid agreements with Communist 
countries. 

12 Most of the American technicians working in foreign countries are assigned to 
projects in the fields of food and agricultural production, transportation, public 
health, and education. 

4A report by the International Cooperation Administration, Oct. 29, said that 
since the start of the mutual security program in 1948 approximately $23.5 billion 


worth of business had gone directly to American farmers, manufacturers, and other 
suppliers of goods sent overseas. 
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In a special message to Congress last March, President 
Eisenhower urged expansion of economic assistance as part 
of a more flexible foreign aid program. He pointed to 
Soviet economic penetration of Asia and the Middle East 
as one reason for giving particular attention to new proj- 
ects in that field. However, Congress was reluctant to 
increase foreign spending in an election year, or until it 
had time to probe more fully into the effectiveness of the 
whole foreign aid program. 





Foreign Aid and the National Interest 





THE NEED for a broad reappraisal of foreign aid opera- 
tions was underlined during the long debate over the Pres- 
ident’s 1956 proposals, which had a cool reception in both 
houses of Congress. Not only was the White House re- 
quest for $4.9 billion cut by $1.1 billion but the funds 
finally made available were hedged about with restrictions 
that limited the President’s freedom of action. 


An amendment offered by Senate Minority Leader 
Knowland (R-Cal.) curtailed new military aid to Yugo- 
slavia by forbidding use of any of the money appropriated 
this year to purchase additional weapons for that country, 
and requiring that other forms of assistance to Yugoslavia 
be cut off within 90 days unless the President found posi- 
tive reasons for continuing such aid. 


Congress denied the administration’s request for author- 
ity to make long-term commitments to assist less devel- 
oped countries in economic projects that would require up 
to ten years for completion. And it reduced the amount 
asked by the President for special economic development 
projects in Asia and the Middle East." 


CURRENT FOREIGN AID INQUIRIES BY CONGRESS 


Senate and House committees have greatly enlarged the 
scope of foreign aid investigations that were started during 
the 1956 session. The House Foreign Affairs Committee, 





“The President had asked a special fund of $200 million for Asian economic devel- 
opment, plus $143 million for regular economic programs in Asia and the Middle 
East—a total of $343 million. Congress lumped the two and granted a total of $250 
million for all development assistance, including $27 million for Latin America. 
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which had been making a general study of non-military 
aspects of the program, held a series of closed hearings 
during November on new developments affecting foreign 
aid in European countries and in underdeveloped nations 
of Asia and the Mideast. Chairman James P. Richards 
(D-S.C.) is retiring from Congress at the end of this 
year, but the investigation is expected to continue under 
Thomas S. Gordon (D-lIll.), prospective chairman of the 
committee in the new Congress. 


The Senate appropriated $300,000 to finance a compre- 
hensive investigation by the special foreign aid committee 
established under a resolution offered by Sen. Mike Mans- 
field (D-Mont.) and adopted July 11 with strong bipartisan 
support.'5 The special body was directed to “make exhaus- 
tive studies of the extent to which foreign assistance . 
serves, can be made to serve, or does not serve the national 
interest” and to file its findings and recommendations by 
the end of January 1957. 


To carry out its assignment, the special committee has 
taken the unusual step of placing contracts with leading 
research organizations and private institutions to study 
and report on major aspects of the foreign aid program. 
Research contracts have been signed with Columbia Uni- 
versity, Massachusetts Institute of Technology, University 
of Chicago, National Planning Association, Brookings In- 
stitution, and several private business research organiza- 
tions. ' 


Members of the committee have themselves been con- 
ducting “on-the-spot” surveys in major areas with the 
assistance of leading private citizens and former officials 
not now connected with the government. Among men now 
at work for the committee abroad are former ambassadors 
Norman Armour, David Bruce, James C. Dunn, and Jef- 
ferson Caffery; Clement Johnston, chairman of the board 
of the U.S. Chamber of Commerce; Hamilton Fish Arm- 


strong, editor of Foreign Affairs, and publisher William 
Randolph Hearst, Jr. 


The Senate group has undertaken to review fundamental 
policy assumptions more thoroughly than at any time since 





% The special committee is composed of members of the Senate Foreign Relations 
Committee and will be headed by Sen. Green (D-R.1.) after the retirement of Chair- 
man George (D-Ga.) at the end of the present Congress. Additional committeemen 
are the chairmen and ranking minority members of the Senate Appropriations and 
Armed Services committees. 
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the Marshall Plan was launched. It is weighing the valid- 
ity of both legislative and executive policy statements, 
re-examining the relationship between military assistance 
and other forms of foreign aid, probing deeply into the 
effectiveness of programs in individual countries, and re- 
evaluating long-range objectives in the light of changing 
conditions. 


TESTS OF WORTH TO U.S. OF AID FOR YUGOSLAVIA 


Special attention has been focused on Yugoslavia, both 
because of the congressional mandate laid down in the 
Knowland amendment and because the results of American 
assistance to that country may provide a guide to future 
dealings with Poland, Hungary, and other nations seeking 
to free themselves from Soviet control. 


Under Sec. 401 of the Mutual Security Act, Congress 
expressed the hope that “peoples who have been subjected 
to the captivity of Communist despotism shall again enjoy 
‘the right of self-determination within a framework which 
will sustain the peace.” Under the Knowland amendment 
(Sec. 143 of the same act), adopted at a time when Yugo- 
slavia seemed to be drawing closer to Russia, Congress 


directed the President to suspend aid to that country, 
unless he “finds and so reports to the Congress, with 
his reasons therefor,” that: 


There has been no change in the Yugoslavian policies on the 
basis of which assistance under this act has been furnished to 
Yugoslavia in the past; 

Yugoslavia is not participating in any policy or program for 
the Communist conquest of the world; 

It is in the interest of the national security of the United States 
to continue the furnishing of assistance to Yugoslavia under this act. 
Affirmative answers on al] three points were given by 

President Eisenhower. In a report to Congress, Oct. 16, 
he wrote: “The balance of available evidence leads me to 
find that Yugoslavia remains independent of control by 
the Soviet Union and desires to continue to be independ- 
ent; that it is still subject to efforts by the Soviet Union 
to compromise that independence; and that some assistance 
by the United States continues to be required and is desired 
by the government of Yugoslavia to assure the maintenance 
of its independence.” Without some assistance from the 
United States, the President added, there was a danger that 
Yugoslavia would be “unable to maintain its independence.” 
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In outlining the reasons for recommending that limited 
aid be continued, the President reviewed the record of 
American assistance to Yugoslavia since 1949, when eco- 
nomic aid was first made available to the Tito government. 
American policy, he said, had never been based on approval 
of the internal policies of Tito’s Communist regime, but 
was dictated “by considerations of national interest that 
could best be served by strengthening the independence 
of Yugoslavia.” 


The balance sheet of aid to Yugoslavia shows that since 
1949 the Tito government has received just over $450 million 
in grants and credits from the United States for military 
and economic purposes. At the beginning economic aid 
predominated; between 1952 and 1955 Yugoslavia received 
substantial amounts of military equipment, including tanks, 
jet planes, and naval equipment; this year military aid has 
been limited chiefly to replacement parts for equipment 
previously delivered. 


Evaluating the results of this assistance, President Eisen- 
hower and his State Department advisers gave particular 
weight to three factors: (1) The Tito government had 
maintained its independence despite Soviet threats and 
economic reprisals from 1948 to mid-1955 and more recent 
Russian blandishments; (2) Yugoslavia had demonstrated 
the reality of its independence in 1954 by joining the 
Balkan defense alliance with Greece and Turkey; (3) Tito’s 
independent course had encouraged other East European 
countries to proclaim their own national brands of Commu- 
nism and to increase their resistance to domination from 
Moscow. 


Congressional critics of American aid to Yugoslavia 
point to certain other facts that form part of the overall 
record. The Tito government remains a Communist dicta- 
torship and has accepted loans and credits from the Soviet 
Uusion amounting to $194 million since Jan. 1 of this year. 
Although Yugoslavia protested against the intervention 
of Soviet troops in Hungary, it did not support United 
Nations resolutions calling for an independent survey of 
conditions in that country.'® It has refused to admit U.N. 
observers to its territory and is reported to have forced 
the return of refugees from Hungary. 


1% Yugoslavia abstained from voting on at least four occasions between Nov. 21 and 
Dec. 7 when the General Assembly was trying to obtain admittance to Hungary for 
U.N. observers. 
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LEGISLATIVE REQUIREMENTS AND FOREIGN AID POLICY 


Congressional committees are taking another look at 
legislation in which Congress itself has attempted to lay 
down conditions designed to safeguard American interests. 
From the beginning of the Marshall Plan, the Legislative 
Branch repeatedly has written into law basic requirements 
to be observed by agencies administering foreign aid, or 
by foreign governments receiving American aid, or by both. 


Most of the early foreign aid measures sought to deny 
assistance to countries which did not support such Ameri- 
can objectives as the “unification of Europe” or withhold- 
ing of strategic goods from Communist countries. Various 
laws and appropriation measures have provided that for- 
eign governments must inform their own peoples of the 
source of American financed goods; other laws or regula- 
tions have specified that no more than 50 per cent of the 
tonnage of goods procured in the United States shall be 
carried on foreign-flag vessels. 


Various of the requirements laid down by Congress have 
involved the United States in misunderstandings or con- 
troversies with the ‘recipients of American aid. Great 
Britain, France, and most other NATO countries have 
differed with Washington on the controls over exports of 
strategic goods which must be maintained under the Battle 
Act of 1950.17 The Executive Branch, under both Demo- 
cratic and Republican leadership, has objected to manda- 
tory features of such legislation, and has sought greater 
flexibility in administering foreign aid. 


Periodic reassertions by Congress of direct American 
interests have tended to keep those interests to the fore in 
dealings by executive officials with countries receiving 
American military and economic assistance. A reminder 
of the powers of Congress in this field was given by Sen. 
Joseph C. O’Mahoney (D-Wyo.), Dec. 7, when he said that 
any request for expansion of existing programs must be 
accompanied by a willingness on the part of the Executive 
Branch to cooperate more fully with cengressional com- 
mittees trying to determine the worth of present foreign 
aid operations. 


1 See “Trading with Communists,” E.R.R., Vol. Il 1956, pp. 496-502 





